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According to Argentina's official statistics office (Instituto Nacional de Estadisticas y Censos,
INDEC), the country's trade deficit increased nearly 32% in the first eight months of 1993, compared
to the same time period in 1992. In contrast to last year, however, the country's trade relations
with the other members of the Southern Cone Common Market (Mercosur) have improved
substantially. The US, rather than Mercosur, now accounts for the lion's share of Argentina's
trade deficit. After President Carlos Menem's government froze Argentine currency on a parity
with the US dollar in 1991, the country's trade balance steadily deteriorated, since the overvalued
peso greatly increased local demand for imported goods, while slighting the export sector. The
government reported a total US$3 billion trade deficit in 1992, compared to a US$4 billion trade
surplus in 1991. This year, the trade balance regressed even more, despite the government's
decision in July to impose temporary import ceilings on a variety of industrial goods (see Chronicle
08/12/93). In the January-August period, INDEC reports a total deficit of US$1.572 billion, up
31.5% from the US$1.195 billion registered in the same period in 1992. Exports did grow by a
healthy 5.4% in the period under study, but the increase was offset by an 8.7% jump in imports
(see table below). Argentina: Trade Deficit in January-August Period, 1992-1993 (In Billions of US
Dollars) 1992 1993 % Change Imports 9.359 10.176 8.7 Exports 8.164 8.604 5.4 Deficit 1.195 1.572 31.5
__________________________________________________________ Source: LADB based on data from
INDEC, published by Agence France-Presse. As a result, the government estimates that by yearend, the deficit will likely surpass US$3.5 billion, representing nearly a 17% jump over 1992. Still, the
government argues that the deficit is largely due to an increase in imports of capital goods rather
than consumer items, and thus is only a temporary problem that actually reflects a healthy shift in
the domestic economy as local industries modernize their plants to incorporate new technologies.
Indeed, although imports of consumer products did increase by 5.1% in the January-August period,
capital goods represented the fastest growing import category, with the value of those products
jumping 33.5%, from US$1.809 billion in 1992 to US$2.415 billion. In addition, imports of spare
parts and other needed production inputs increased 4.1%, and intermediary goods grew by 0.3%.
Moreover, in a sharp reversal from last year, the country's trade balance with the other three
Mercosur nations- -Brazil, Paraguay, and Uruguay substantially improved in the first eight months
of this year. INDEC reports a 70% drop in the deficit with those three countries, from US$1.113
billion in 1992 to just US$335 million this year. Argentine exports to Mercosur climbed to US$2.257
billion, a 77.3% hike over 1992. In comparison, imports from those countries only grew by 8.7%,
to US$2.592 billion. The improvement is largely attributed to trade agreements signed with Brazil
early this year, which greatly expanded Argentine export quotas to Brazil for wheat, oil, and some
industrial products, such as automobiles (see Chronicle 03/18/93). Argentina sold US$1.760 billion
in goods to Brazil in the January-August period, representing a whopping 99% jump over the same
time period in 1992. Exports to Paraguay also increased by 38.8%, and to Uruguay by 21.8%. Given
the marked improvement in trade with Mercosur, Argentina's deficit with those countries now only
accounts for about 21% of the country's total trade deficit. Last year, Mercosur accounted for 93% of
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the deficit. In contrast, Argentina's trade deficit with the US soared to US$1.519 billion in the period
under study, with that country alone now accounting for nearly 97% of Argentina's trade deficit.
The country also registered minor trade deficits with Italy and Germany, which together sold about
US$1.286 billion in goods to Argentina in the January-August period. (Sources: Notimex, 11/03/93;
Agence France-Presse, 11/02/93, 11/03/93, 11/05/93, 11/13/93)
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